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INCOME, PRODUCTION, EMPLOYMENT 
GNP at Current Prices 
GNP at Constant (1979) Prices , 
Per Capita GNP, Current Prices dollars 
Plant & Equipment Investment 
Personal Income 
Indices: Manufacturing Industry 

Production (1975 = 100) 

Av. Industrial Wage (1974 = 100) 
Labor Force (thousand) 
Av. Unemployment Rate (percent) 


MONEY AND PRICES 

Money Supply (M1) 9/30 

Bank of Norway discount rate (percent) 
Consumer Prices (1979 = 100) 
Wholesale Price (1977 100) 
Retail Sales (1975 100) 


BALANCE OF PAYMENTS AND TRADE 
Net Gold & Foreign Exch. Reserves 9/30 
External Central Government Debt 12/31 
Annual Debt Service 
Balance of Payment, Current Account 
Balance of Goods and Services 
Exports, excluding ships, fob 

U.S. Share (percent) 
Imports, cif excluding ships 

U.S. Share (percent) 
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SUMMARY 


The Norwegian economy is feeling the international recession. 

GDP growth in 1981 will be 1 percent, inflation between 12-15 
percent, and the 1981 current account balance will show a slight 
surplus. Oil exports will account for 31 percent of total exports 
and contribute an estimated $10 billion to the current account 
balance. The trade balance (excluding oil and shipping) will show 
a major deficit. Manufacturing production is down. Public and 
private consumption in 1981 will be slightly higher (respectively, 
4 and 2 percent) than in 1980. Capital investments will show only 
a slight increase. Concerns about the competitiveness of Nor- 
wegian traditional industries are increasing as the traditional 
mainland trade balance shows record deficits. 


Fiscal policy is expansionary. Oil taxes make a balanced budget 
possible but have little effect on internal demand. The stimula- 
tory fiscal policy is to some degree offset by a tight credit 
policy. The bond market was liberalized in 1980 and, while still 
subject to close government scrutiny, seems to be strengthening. 
The krone overall strengthened slightly in 1980. It, however, 
declined against the dollar, sterling, and the yen, while strength- 
ening against the Deutsche Mark. Norges Bank foreign reserves 

now amount to $5.4 billion. 


Overall, Norway, because of its oil connection, is in good health, 
but certain sectors need capital and labor restructuring to remain 
competitive. The economy is also experiencing the industrial and 
labor adjustment strains of moving to an oil-based economy. Keep- 
ing organized labor's wage demands within levels that won't affect 
Norwegian competitiveness and insuring that an "oil wealth psy- 
chology" private and public demand does not result in inflationary 
pressures are the major concerns of government policymakers. 


MAIN IMPORTS FROM THE U.S. 
(in millions of U.S. dollars) 


1979 


Machinery and Transport Equipment 498 
Soybeans 86 
Grains 33 
Coal, Petroleum 62 
Fruit and Vegetables 33 
Scientific and Technical Instruments 37 
(Total all commodities from the U.S.) 1,000 


Sources: Central Bureau of Statistics, Ministry of Finance, B 
of Norway. 
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CURRENT TRENDS 


In 1980, economic growth was 3.6 percent (versus the OECD average 
of 1 percent). In 1981, largely due to the international reces- 
sion, GDP is expected to increase by only 1 percent. The slower 
growth is caused by the international recession generally, its 
impact on several traditional export goods (e.g., ores, ferro- 
alloys, and pulp and paper), and a sharp downturn in the economic 
prospects of several of Norway's most important trading partners, 
particularly the United Kingdom and West Germany. 


Exports, offshore petroleum excluded, have declined over the last 
four quarters, and domestic consumer demand continues weak. How- 
ever, a high level of private investment, mainly due to offshore 
petroleum projects, continues. Businesses active internationally, 
excluding those petroleum related, are generally pessimistic about 
1981 and hope for an upswing in 1982. 


A combination of a relatively strong krone plus higher inflation 
in Norway than that in its main trading partners has resulted in 

a slight deterioration of Norwegian competitiveness. The foreign 
trade balance, petroleum and shipping excluded, shows mounting 
deficits (about $7 billion in 1980). Increases in offshore petro- 
leum revenues and net freight earnings from shipping, however, 
resulted in a current account surplus in 1980. While unemployment 
is below 2 percent, local shortages of skilled workers and tech- 
nical personnel exist. 


Investments in traditional industries, which increased 25 percent 
in volume terms in 1980, are expected to increase slightly in 1981. 
Public consumption, which rose 4 percent in 1980, is expected to 
increase another 4 percent in 1981. On a year-to-year basis, con- 
sumer prices in 1980 were 11 percent higher than in 1979. Factor- 
ing in other measures (e.g., higher indirect taxes, lower subsidies, 
etc.), the price level in January 1981 was 15 percent higher than 
in January 1980. 


Relative unit labor costs (adjusted for exchange rates) rose by 35 
percent between 1970-77. In 1978 and 1979, the prices and income 
freeze and the February 1978 devaluation saw a strong improvement 
(the 35 percent handicap was reduced to 22 percent) in relative 
unit labor costs. In 1980, on a trade and exchange rate weighted 
basis, Norwegian competitiveness deteriorated 1 percent. A simi- 
lar deterioration is expected in 1981. 
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PETROLEUM DEVELOPMENTS 


Petroleum production in 1981 is expected to reach 58 million tons 
of oil equivalents. Oil and gas exports should total $9.2 bil- 
lion or 31 percent of total exports. Oil taxes in 1981 will total 
approximately 5.6 billion dollars. New offshore oil investments 
in 1981 will be 3.2 billion dollars. This spring, the Storting 

is expected to decide on a Long Term Development Plan for petro- 
leum. The major near-term issues have to do with the sale of gas 
from the Statfjord field and the configurations of a gas collec- 
tion and delivery system for Statfjord gas. 


MANUFACTURING PRODUCTION DOWN 


Manufacturing production turned down in the Fall of 1980. Sea- 
sonally corrected data for September-November show 2.9 percent 
decline in industrial output over the preceding quarter. Produc- 
tion for the same period in export competing industries was down 
7.5 percent. In protected industries and import competing indus- 
tries, output was down 3.7 percent and 1.9 percent, respectively. 
Growth in total manufacturing was limited to about .75 percent in 
1980, rather than the 1.9 percent growth officially envisaged 
last fall. To keep production in 1981 constant at the 1980 level, 
output will have to be increased 4-5 percent from the fall level. 
This is unlikely. 


Norwegian exports, particularly products sensitive to changes in 
the business cycle like ferroalloys, iron and steel, aluminum, 

and other nonferrous metals, are notably hard hit by the current 
recession. Petrochemical products face over-production and re- 
duced profitability, and the pulp and paper industry foresees a 
slack foreign demand in the months ahead. Domestic consumer de- 
mand is declining. In real terms, consumer demand during the 
first three-quarters of 1980 was 3 percent below the corresponding 
period of 1979 and 5 percent lower than in 1978. Overall manufac- 
turing production is officially projected to grow 1 percent in 
1981. The Federation of Industries believes a 2 percent reduction 
is more likely. 


MODERATE INDUSTRIAL INVESTMENTS 


Traditional export industries increased their investments 15 per- 
cent in 1980. Lower profitability in 1980, however, is expected 
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to reduce capital spending by 5 percent in 1981. In addition, 
Norwegian industry's average equity capital position has declined 
from 19 percent of total assets in 1973 to 15.5 percent in 1978. 
This contraction represents another impediment to increased cap- 
ital spending in Norwégian manufacturing, particularly in the 
current situation of slack demand and high interest rates. The 
low equity capital position is particularly pronounced in the 
engineering, chemical raw materials, and textile sectors. The 
Federation of Norwegian Industries has voiced concern lately about 
obsolesence in manufacturing industries' production facilities and 
in the low net investments in the manufacturing sector. The Fed- 
eration believes this may explain why the average market share of 
traditional export products has shrunk as much as 22 percent 
during the past decade. A Bank of Norway study states one-third 
of this reduction was due to deterioration in industry's compet- 
itiveness; the remainder due to industry's failure to adapt its 
production to changes in demand. Total investments in all sectors 
are projected to show a moderate increase in 1981. 


Investment in shipping is rising following 3 years of net reduc- 
tion. At the end of 1980, the merchant marine, at 37.6 million 
deadweight tons, had been reduced by nearly 25 percent since 1977. 
Investments in offshore petroleum, which rose steeply in 1980, 

are expected to fall somewhat in 1981. Housing construction is 
expected to remain constant at about 37,000 dwelling units in 
1981. 


PRICE/WAGE RAISES MAY FURTHER ERODE COMPETITIVENESS 


Growing concern is voiced in public and private circles about the 
erosion of industry's competitiveness. Since 1970, the average 
per unit labor cost of Norwegian manufactures rose about 22 per- 
cent more than the average cost in the trading partners. Prices 
in 1979 and 1980 were tightly controlled first under a freeze and 
then under a guideline formula. The consumer price index (CPI) 
went up 4.5 percent in 1979 and 11 percent in 1980. In 1981, 
prices, while still technically subject to guidelines, are in- 
creasingly free to find their own levels. The Government predicts 
price rises of 12 percent, while industry sources believe they 
could be 14 percent. 


Wages were frozen in 1979. In 1980 overall settlements were held 
to about 8 percent with disproportionately larger settlements 
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going to lower-paid workers to achieve a more egalitarian profile. 
Thus, workers suffered a decline in real wages in both years. 
Federation of Norwegian Trade Unions (LO) is expected to try to 
catch up in the spring 1981 round of centralized wage negotiations 
and to secure other benefits such as earlier retirement, fifth 
week of vacation, etc. The Government is anxious to keep wage 
costs down but doing so without increased subsidies may be diffi- 
oult. 


INVENTORIES REBUILT FOLLOWING 1979 DRAWDOWN 


Brisk demand during the year brought stock levels to a 5 year low 
in December 1979. Inventories (excluding ships and petroleum sec- 
tor deliveries) increased by an estimated $200 million in 1980, 

the bulk of which was domestically produced goods. In 1979, the 
stock drawdown was $200 million. Inventories of imported goods, 
which rose 8 percent during the first three quarters of 1980, are 
expected to be drawn down in 1981. Stocks of domestic manufactures 
are likely to grow, but not at the 1975-77 rate when inventory 
buildup was subsidized by the Government for full employment 
purposes. 


A major element in the stock buildup data during recent years is 
offshore petroleum installations, including drilling rigs, which 
are registered as stocks until finished, when they are registered 
as investments. In 1980, inventory buildup resulting from offshore 
platform facilities is estimated at $600 million. The construction 
of 4-5 semisubmersible drilling rigs and possible starts on new 
production platforms are likely to keep stock investments high in 
1981. 


IMPORT SURGE CURBED BY REDUCED DOMESTIC ACTIVITY 


Commodity imports increased sharply during the 1970's. In real 
terms, the yearend import level was 50 percent higher than in the 
early 1970's. Import growth was particularly strong in 1979 with 
a volume growth of 20 percent. Import volume was down during the 
second and third quarter of 1980. This tendency continued during 
the fourth quarter, but overall imports increased about 7 percent 
in real value in 1980. The import content of major export prod- 
ucts, notably ferroalloys and aluminum and other nonferrous metals, 
is generally high (about 40 percent), as is the import content for 
Many products for the domestic market. Thus, declining imports 
during 1980 reflected both falling domestic and foreign demand. 
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The expected demand in 1981, combined with a stock drawdown of 
imported goods, will result in a moderate import increase in 1981. 
A strong reduction in ship and oil drilling platform imports in 
1980 will be replaced by more than doubling of such imports to 
$1.2 billion in 1981. 


The current account balance in 1980 is likely to record its first 
surplus (about $1 billion) in a decade. This compares to a $1 
billion deficit in 1979. This turnabout is due primarily to in- 
creased exports of oil and gas (about $9 billion) and an increased 
net earning ($2 billion) from merchant shipping. The traditional 
commodity trade deficit, however, will be about $7 billion in 
1980. Official projections indicate the current balance will re- 
vert to a $800 million deficit in 1981. This is based on an aver- 
age crude oil price of $38 per barrel. A more likely price is 
$40, which should result in a current account surplus of about 

$1 billion. 


FISCAL AND MONETARY POLICY 


Despite the 1981 Government of Norway budget surplus of $2 bil- 
lion, the budget is expansionary. Offshore oil taxes, which do 
not significantly affect domestic demand, account for $5.7 billion 
and bring an otherwise large budget deficit into balance. To off- 
set the budget's stimulatory effect, a tight credit policy, which 
some believe hampers important investment decisions, is being fol- 
lowed. In 1980, the bond market was liberalized and the issuance 
of bonds for most industrial sectors is now permitted. This lib- 
eralization of the bond market permits the Norges Bank increased 
control over liquidity via open-market operations. The bond mar- 
ket, however, is still subject to close control. Interest rates 
charges on bank loans are controlled by the Ministry of Finance. 
Current interest rates on private sector bonds and short-term bank 
loans are 11 percent and 14 percent, respectively. 


At the end of 1980, Norway's net foreign debt amounted to nearly 
$20 billion, and net foreign interest payments were $1.8 billion. 
Net government foreign debt was $5.2 billion, most of which ma- 
tures by 1984. Managing Director Knut Getz Wold in a speech to 
the General Assembly of Bank of Norway urged that the Government's 
foreign debt be discharged and that Norwegian industries finance 
foreign investments via surpluses on the current account. 
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FOREIGN EXCHANGE 


Wide disparities in interest and inflation rates in 1980 caused 
Significant krone movements against major currencies. Overall 
the krone has strengthened slightly but depreciated against the 
dollar, sterling, and the yen. It gained against the Deutsche 
Mark. The Norges Bank intervened heavily in foreign exchange 
markets in 1980, both by forward purchases and in swap transac- 
tions to offset heavy krone demand, particularly by international 
oil company purchases for oil taxes. The Norges Bank's interna- 
tional reserves in February 1981 totaled $5.4 billion (4 months 
merchandise imports). Seventy-five percent of the reserves are 
held in dollars. 


IMPLICATIONS FOR THE UNITED STATES 


Throughout 1981, the United States will continue to be a key 
supplier to Norway, both onshore and off. According to latest 
government statistics, U.S. sales to Norway in CY 1980 were up 
34 percent to $1.34 billion on a cif basis, giving the United 
States an 8.2 percent market share compared to 7.6 percent in 
1979. The increase in U.S. exports was not confined to one or 
two sectors but was seen across the board. The dollar's appre- 
ciation early this year will no doubt induce importers to look at 
other possible sources of goods and force U.S. exporters to 
scramble harder if they wish to maintain or increase the market 
share in Norway. 


The increasingly dominant offshore oil industry will continue to 
demand the best in U.S. technology, goods, and services to cope 
with the unique North Sea environment. In spite of ambitious 
"Buy Norwegian" goals, the United States can remain a prime sup- 
plier, either through direct sales or via licensing projects with 
local firms. On the other side of the coin, as Norwegian com- 
panies gain ever greater expertise in the oil sector, we may ex- 
pect to see more and more set up operations in the United States, 
as some 40 Norwegian firms already have done in the Houston area 
alone. 


The mainland Norwegian economy must continue to seek to increase 
productivity and reduce its high production costs in order to 
keep its traditional export sectors competitive. Through direct 
sales, plus the vast network of U.S. subsidiaries throughout 
Europe, our position remains strong. 
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Norwegian imports of industrial and transportation machinery 
account for 40-50 percent of all U.S. products sold in Norway. 

We expect this trend to continue. U.S.-made process control 
equipment; communications equipment; laboratory, scientific, and 
engineering instruments; computers and peripherals; electronic 
components; personal safety and industrial security equipment and 
systems; and printing/graphic arts equipment all have good long- 
term sales growth potential. 


In the agricultural field, the United States remains a key sup- 
plier of grains, fruit, and vegetables. Just soybeans accounted 
for some 87 million dollars in U.S. sales in 1980. As Norwegian 
tastes change and per capita income increases, the market for U.S. 
food products should be even more buoyant, in spite of Norwegian 
Government protectionist policies for its small farm sector. 


The Embassy, working closely with the U.S. Department of Commerce 
and its field offices, has a wide variety of programs and excel- 
lent in-house facilities to help U.S. firms initiate and maintain 
lasting business links with Norway. 


*% U. S. GOVERNMENT PRINTING OFFICE: 1981—341-007/421 
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